‘HVERSITY 
; MICHIGAN 


NOV v 1950 


BuiSINESS. RDZSINISTRATION 


iT 


ff Magazine 
“i Hh 
( 4 (414 
{ Jinan tal 


( ONT ae | 
f 


i A corr 


OCTOBER:?1950 


Investors Retain Their Stocks 
Dividends Score Large Gains 


A College Goes To Investment Sources 


Idea For “Every Man’s” Stock Program 
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INCOME 


TOCKHOLDERS in corporations listed 
on the New York Stock Exchange lay 
great store by the dividends they have 
been receiving this year. They keep their 
common stocks. In spite of a generally 
rising market, which has seen the Dow, 
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dency of owners of stocks whose annual 
dividends have been uninterrupted for a 
long time, to stay with their stocks. 

The accompanying table has been pre- 


Yields in the five years shown were 
generally lowest in 1946. They improved 
somewhat in 1947, There were nine stocks, 
in each of the years 1948 and 1949, that 
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listed would be about the same as the per- 
centage of turnover for 1945 and 1946, 
years when good dividends and realiza- 


Annual Yields of 20 Sampled Stocks of 10 Prominent Industries 
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tive coloring of the stock market in popu- Un, Carb. & Carb. 1918 3.1 36 11 15 161, 2.00 13 
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vealed such low turnover ratios in 1948 Goodyear T. & R. 1937 7.3 9.2 9.4 8.9 60 3.00 5.0 
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total sales are running higher than in 
1948, without altering the over-all ten- 


* Adjusted for stock split. 
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Stockholder 


Recerpts Set Record 
For First Nine Months 


YEAR decidedly beneficial to inves- 
tors in common stocks listed on the 
New York Stock Exchange is emphasized 


/ 
f 


in statistics of cash dividends paid during 
the first nine months of 1950. The 
$3.374,055,000 total was the largest of all 
similar periods in the past, exceeding the 
total distributed in the same 1949 stretch 
by more than $588,000,000. This year’s 
percentage gain over the first nine months 
of 1949 was 21.1 per cent. 

The large dividend aggregate has 
been the product of sizable manufac- 
turing company profits plus the fact that 
a number of corporations saw their stocks 
in the Exchange list in 1950 for the first 
time. Fourteen public utility operating 
companies, for example, were listed after 
being carved out of holding companies. 
All of these were paying dividends on 
their common stocks, or were ready to 
start payments, when listing occurred. 

In respect to dividend gains in amount 
of dollars distributed, four industrial 


groups were outstanding, as the table on 
the next page shows. The automotive cate- 
gory of companies, paying $472,941,000, 
showed a rise of $197,956,000 over the 
corresponding months of 1949. The pe- 
troleum group paid out $430,476,000, or 
$84,230,000 more than the year before 
Chemical companies, paying a total of 
$399,771,000, did better for stockholders 
than in 1949 by $89,194,000, and the pub- 
lic utilities, whose aggregate disburse- 
ments were well over $500,000,000, sur- 
passed last year’s first three-quarters by 
$87,173,000. 

These are tremendous figures, pictur- 
ing a period in which hundreds of cor- 
porations saw their facilities working full- 
up on peace-time goods after a slightly 
wobbly winter. At this season it would 
be logical, in the light of corporate prac- 
tice since 1942, for stockholders to look 
ahead to extras and “Christmas divi- 
dends” in the final quarter. High third- 
quarter net earnings have forecast a good 
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Bulldozer moves iron ore from stock pile 
to loading shovel at a mine in Minnesota. 





Great Lakes carrier laden with iron ore 
passes through locks in the St. Mary’s River. 


“special” dividend harvest toward the 
year end—in fact, some extras or higher- 
than-usual-quarterly payments have al- 
ready been declared; but an interesting 
phase of conjecture might be injected in- 
to expectations in view of the chance of an 
excess profits tax being imposed early in 
1951, reportedly to be made retroactive 
to Oct. 1, 1950. 

Some other over-all statistics for the 
nine months have interest for investors in 
common stocks. Of the 1,038 stock is- 
sues listed on the Exchange, 86.2 per cent 
paid dividends, thus maintaining the rec- 
ord that has been in effect, within a nar- 
row range, for more than five years. Al- 
though dividends were reduced on 124 
stocks during the period, as compared 
with 1949, increases occurred among 381 
issues. 

Turning to individual groups, it is seen 
that only four of the 27 included in the 
compilation paid out fewer dollars than 
Hulitt ore unloading machines remove ore 


from a Great Lakes freighter to railroad 
cars at Ashtabula, Ohio. 








in the preceding year. The decline of 
10.7 per cent in the railroad roster re- 
fiected depressed conditions in important 
transportation areas by reason of the coal 
strike and lessened traffic early in the 
year because of a slight business reaction 
during the first quarter. However, from 
about the middle of the second quarter. 
the carriers began to do an increasingly 
heavy business; and despite the dividend 
mark-down. the Class I roads are proceed- 
ing to a better full-year showing than was 
indicated last January and February. 
The textile group, paying out 7.4 per 
cent less dividends, experienced a consid- 
erable unevenness of sales during the first 
half of 1950, recovering some lost ground 
thereafter. Since July marked the start of 
rearmament preparations, it would appear 
that extensive orders for military clothing 
for increased armed forces will make their 
presence felt during the last quarter. The 
textile trade, through major steps toward 
improved integration of operations, has 
ironed out some of the hills and valleys 
which formerly introduced “feast or fam- 
ine” effects into this field. Enlarged de- 


mand for textiles is, however, heading in- 
to higher costs for raw materials, and, 
with a general industrial movement on 
for wage increases. the business affords 
room for close investor research. 

There is little that surprises in the sta- 
tistics of automotive dividends. The de- 
mand for motor vehicles, with the atten- 
dant enlargement of business for equip- 
ment makers, has been evident all year. 
No surprise surrounds the fact that only 
seven of 59 automotive common stocks 
saw their dividends reduced, while the 
large earnings and sizable payments by 
principal units of the industry have been 
revealed by quarterly reports. 

The sturdy chemical field scored even 
better than the automotive group—only 
four of 75 stocks paying dividends made 
reductions. Besides, only four of the 79 
listed chemical issues made no dividend 
return to stockholders. “Chemical” covers 
a wide production territory, including in 
addition to many heavy chemical prod- 
ucts, multitudinous drug, paint, phar- 
maceutical, household and other goods. 

Of the 88 public utility stocks in the 


dividend-paying column, only one paid 
less than in 1949, while 45, or more than 
half of the group, increased their dis- 
bursements. Although a number of this 
group were not on the Stock Exchange 
last year, having newly been added to the 
list during 1949, their 1949 dividend rec- 
ords were taken into account. The dis- 
mantling of old corporate set-ups under 
application of the Public Utility Holding 
Company act has brought some old-estab- 
lished operating concerns into individual 
investor ownership. This movement has 
been an outstanding feature of listings in 
the big auction market this year. Not 
only have aggregate dividend payments 
by the group been large, but not a few 
utility common stock issues yield 5 per 
cent or more on funds invested in them 
at this year’s prices. 

Twenty-one listed steel and iron com- 
mon stocks paid higher dividends this 
year than last, but seven made smaller 
payments. The 16.6 per cent gain for the 
first nine months consequently stood con- 
siderably below the percentages of some 
of the other virile groups. 





No. of 

Issues 

Industry Listed 

9-30-50 
Aircraft... ..... 24 
Amusement . . . 22 
Automotive . . . . . ey 73 
Building Trade . . . ; 30 
Chemical es ne ter a ey ter 79 
Electrical Equipment. : 20 
Farm Machinery . . . a 7 
Financial oy ee ta ie ee 31 
Food Products & Beverages . . 68 
Leather & Leather Products . . 1] 
Machinery & Metals . . . . . 103 
oe ec a ee & & ed 39 
Office Equipment. . . 2. . 10 
Paper & Publishing. . . . . 35 
Petroleum & Natural Gas bis + 45 
Railroad & R. R. Equipment. . 81 
Real Estate. ....... 10 
Retail Trade . . . . . ‘ 70 
Rubber. . 6 58 ; 9 
Shipbuilding & Operating . . 1] 
Steel &@ Iron ..... ; 41 
Textile es & wea 4 43 
Tobacco... kk a Wee - 3 16 
Utilities 2. 2. 2... i w. 2 99 
U.S. Cos. Oper. Abroad . . . 25 
Foreign Companies . » org 18 
Other Companies . . . . . 18 
Total . . . . . . . 1038 





DIVIDENDS ON COMMON STOCKS LISTED ON THE N. Y. STOCK EXCHANGE—FIRST 9 MONTHS, 1950 


Number Paying Number Number Number 
Cash Dividends Paying Paying Paying 
In First 9 Months Increased Same Reduced 
1949 1950 Dividends Dividends Dividends 
10 12 4 6 2 
18 17 10 6 2 
56 59 37 16 7 
29 29 15 9 5 
71 75 38 33 4 
18 17 9 7 2 
7 7 5 0 2 
28 29 17 11 1 
62 61 21 36 7 
10 9 3 4 3 
95 96 44 39 15 
28 31 9 9 14 
9 9 3 BY ] 
31 30 15 10 7 
42 43 18 20 6 
57 58 9 42 8 
7 9 5 4 0 
63 61 14 41 8 
8 8 ] 5 2 
9 9 l 8 0 
35 34 21 ‘1 % 
42 39 8 21 13 
15 15 5 9 l 
82 88 45 42 | 
14 17 8 7 3 
15 16 6 7 3 
17 17 10 7 0 
878 895 381 411 124 





Estimated 
Aggregate Amount of Per 
Dividend Payments Cent 
lst 9 Mos, 1949 Ist 9 Mos. 1950 Change 
$ 22,030,000 $ 23,961,000 + 8.8% 
42,823,000 46,332,000 + 8.2 
274,985,000 472,941,000 +72.0 
34,535,000 41,535,000 +20.3 
310,577,000 399,771,000 +28.7 
67,786,000 95,117,000 +40.3 
31,601,000 37,076,000 +17.3 
58,347,000 73,213,000 +25.5 
143,089,000 155,858,000 + 38.9 
15,360,000 14,469,000 — 5.8 
104,587,000 119,955,000 +14.7 
95,047,000 101,909,000 + 7.2 
22,176,000 23,116,000 + 4.2 
46,278,000 55,683,000 +20.3 
346,246,000 430,476,000 +24.3 
168,258,000 150,297,000 —10.7 
9,290,000 10,149,000 + 9.2 
179,028,000 185,817,000 + 3.8 
23,387,000 23,124,000 — 1.1 
10,225,000 10,644,000 + 4.1 
126,849,000 147,904,000 + 16.6 
59,228,000 54,861,000 — 7.4 
54,813,000 58,351,000 + 6.5 
418,229,000 505,402,000 +20.8 
42,759,000 46,520,000 + 8.8 
61,717,000 65,678,000 + 6.4 
16,773,000 23,896,000 + 42.5 
$2,786,023,000  $3,374,055,000 +21.1% 
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AIRLINE TRAFFIC 
FINDS FRESH STIMULUS 


Both Passenger and F- revght Transport 


Expect Gains from Defense Activity BY PHILIP J. MAGGIO 





INCE the beginning of the Korean War. 

considerable conjecture has prevailed 
about the status of the nation’s airlines 
with the mounting mobilization of our war 
resources. The first impact of hostilities 
in the Far East brought the possibility of 
large-scale seizure of commercial planes 
for military use. In fact, plans were al- 
ready under consideration by the Federal 
Government for the setting up of priority 
Systems in air travel similar to those in 


effect during World War II. 


During the height of the Korean crisis, 
the military services had requisitioned by 
charter a total of 65 airplanes, including 
63 four-engine DC-4’s and 2 Stratocruisers 
of the 377 type. The withdrawal of these 
units from our air fleet of almost 500 four- 
engine planes did not create any disturb- 
ance in civilian air travel, Nevertheless, 
the industry and the general public looked 
fearfully upon the possibility of a repeti- 
tion of the wholesale seizures witnessed 
in the last war, when approximately 50 
per cent of the planes operated by the air- 
lines were diverted to the military. 

As the Korean conflict remained local- 
ized and an increasing number of military 
aircraft became available to the services, 
a general return of the chartered planes to 
the airlines was authorized. The first de- 
liveries were made on September 20th, and 
official spokesmen for the Military Air 
Transport Service have indicated that 
probably all of the commercial planes 
will be returned to their private owners 
before December 31. 

The sudden let-down in the airlift emer- 
gency has given considerable relief to the 
industry. The airlines can exploit more 
freely the rising volume of air travel, 
which has been stimulated not only by 
the military, but primarily by the gen- 
eral business improvement and expanding 
consumer purchasing power, At present, 
the airlines are well situated from the 





standpoint of plane facilities, but it must 
he remembered that the underlying threat 
of seizure still hangs over the industry. An 
outbreak of war in other parts of the 
world would undoubtedly create another 
military crisis and, under the circum- 
stances, the airlines would be called upon 
once again to contribute transportation 
facilities for the priority movement of 
military personnel. 

It is impossible to appraise the extent 
of plane seizures and the consequent re- 
strictions on civilian seat availability. 
This will be determined very largely 
by the nature and scope of war develop- 
ments. In any event, investors in airline 
stocks should be aware of the likelihood 
that the industry once again may “go t¢ 
war,” as it did in the years between 1942 
and 1945. 


Expansion Is Continuing 


Except for the recession year of 1948, 
the airline industry has continued to show 
expanding operations. In contrast with a 
movement of 5.82 billion passenger-miles 
in 1948, the domestic trunk lines handled 
6.58 billion passenger-miles in 1949 and 
may surpass 7.30 billion in 1950. While 
the rate of advance is not spectacular, the 
uptrend must be considered quite satis- 
factory in view of the appreciable con- 
traction in over-all passenger travel wit- 
nessed since the end of World War II. 
Whereas first-class railroad (Pullman) 
travel amounted to 11.01 billion passen- 
ger-miles in 1948, the 1949 volume 
dropped to 9.35 billion and a further de- 
cline is anticipated for 1950. 








In 1948, the airlines handled the equiva- 
lent of 34.6 per cent of the first-class traffic 
carried by the railroads. In the succeed- 
ing year, the airline proportion increased 
to 41.3 per cent, and the first six months 
of 1950 witnessed a climb to 81.7 per cent. 
During certain summer months airline 
passenger traffic exceeded railroad first- 
class traffic, and numerous authorities in 
the airline industry anticipate that annual 
volume of the airlines in the not-too- 
distant future will surpass first-class rail- 
road travel. 

Evidence of the impressive gains in per- 
formance of the airlines over the railroads 
in passenger business is shown clearly in 
the table below. 

The air transport industry has by no 
means exploited a major part of its po- 
tential. The airlines have not yet taken 
hold of the mass air travel market, and 
this goal may not be realized for another 
five or ten years. 

Recently, Douglas Aircraft Co. com- 
pleted one of the most comprehensive air 
travel surveys ever made, largely through 
extensive inquiries made among the gen- 
eral public. The cross-section study was 
represented as covering an estimated 95,- 
000,000 of the adult population. This re- 
port estimates the air travel potential of 
the U. S. at 37,500,000 people, in sharp 
contrast to the 5,000,000 persons that trav- 
eled the nation’s airways in 1949, Further- 
more, the inquiries reveal that 19,000,000 
people are ready to fly now, thus leaving 
14,000,000 as a minimum prospect list for 
traffic departments of the domestic air 
carriers today. The latter group expressed 
a desire to fly, but has not yet used this 
form of transportation. 

The industry has witnessed a sharp re- 


versal from the highly disappointing earn- 
ings results of 1948, when the 16 trunk 
lines suffered a loss of approximately 
$5,000,000. The reversal, which gained 
momentum during the early summer of 
1949, enabled these airlines to earn 
$13,378,209 last year. The improvement 
has continued at a moderate pace into 
1950, due not only to increased passenger 
miles, but also to better operating eff- 
ciency. 


New Planes Provide Savings 


The industry is steadily shifting over 
to fast and economical post-war planes 
even on the secondary air routes, and be- 
fore long, pre-war equipment will be util- 
ized almost exclusively only on small lines 
with light traffic. Savings from this new 
equipment should be reflected increas- 
ingly in earnings in the months ahead. In 
the first seven months through July, total 
operating revenues were up approximately 
8.6 per cent from the corresponding period 
of 1949, and net operating income before 
taxes increased $4,100,000, or roughly 
23.5 per cent. 

Traffic figures in August and September 
indicate a further betterment in earnings, 
and barring an unusually severe early 
winter in the fourth quarter, there is little 
doubt that the airlines in 1950 will wit- 
ness the most profitable year in their his- 
tory. Estimated net income of between 
$17-20 million for the industry in 1950 is 
undoubtedly rather modest when meas- 
ured in terms of earnings of many indus- 
trial corporations but it must be remem- 
bered that air transportation has barely 
emerged from infancy and the field of 
exploitation is almost unlimited. In good 
or bad years of general business, the air- 





AIRLINE VERSUS RAILROAD PASSENGER VOLUME 








#16 Trunk #Pullman Airline Vs. #Railroad Airline Vs. 
Airlines Travel Pullman Coach Total Railroad 
1950 (Jan.-June) 3.53 4.32 81.7% 9.67 29.2% 
1949 6.58 9.35 41.3 20.10 22.4 
1948 5.82 11.01 34.6 24.32 16.5 
1947 6.01 12.26 32.9 27.67 15.1 
1946 5.90 19.84 23.0 39.00 10.0 
1945 3.34 26.91 11.0 59.42 3.9 
1944 2.16 26.94 7.4 63.29 2.4 
1943 1.62 24.68 6.2 57.91 2.0 
1942 1.41 17.85 7.3 30.91 2.9 
1941 1.38 9.17 13.1 16.11 55 
1940 1.05 7.29 12.6 12.48 5.3 


Source: Interstate Commerce Commission 
Note: #Passenger-Miles in billions. 





lines have demonstrated a stubborn ability 
to overcome surrounding handicaps and 
continue expanding operations. The strong 
upward trend in traffic volume, against a 
strong decline in over-all passenger travel 
in the past few years, gives adequate testi- 
mony to the vitality and potential of the 
air transportation industry. 

As against urgent bank borrowings 
during 1947-48, the airlines are fairly well- 
situated at the present time from the stand- 
point of working capital. Of course, addi- 
tional and expensive post-war planes are 
financed to some extent through credit, 
but in no case do these borrowings appear 
to impose a threat in the early future. 
American and Eastern Airlines seem to 
have stabilized their finances, while 
United has made considerable progress in 
strengthening its financial position. TWA 
continues to make instalment payments on 
the large loan owned by a prominent insur- 
ance company. Capital and Western Air- 
lines have made satisfactory progress in 
reducing their outstanding indebtedness. 


Post-War Position Bettered 

While new plane purchases have been 
made in recent months, the airlines occupy 
a much better position than in the early 
post-war years, when the bulk of domestic 
plane facilities were of pre-war design. 
Hundreds of DC-3’s and DC-4’s are pass- 
ing out of domestic air service, and this 
equipment is being replaced by more efhi- 
cient Convairs, the various Martin planes, 
Constellations and DC-6’s. Traffic figures 
in May showed that the industry had a 
seat-mile capacity of approximately 13 
billion, and indications are that the pres- 
ent capacity is in excess of 16 billion seat- 
miles. While this capacity may be reduced 
by the retirement of DC-3’s and DC-4’s, 
there is no doubt that adequate space is 
available for air travel, barring war sei- 
zures, for at least a few years, even though 
air volume is increased from the estimated 
7.3 billion passenger-miles in 1950 to 
around 9 billion in 1952. 

Notwithstanding the financial gains 
achieved in 1949 and 1950, very few air- 
lines are in a position to pay dividends to 
common stockholders. Most companies are 
engaged in further rebuilding of working 
capital, and at the same time, diverting 
some earnings for partial or full payments 
on new plane equipment. Debt reduction 
continues to absorb incoming cash of some 
airline companies, a far from unusual 
process among those industries which are 
still young. 
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INVESTMENT PRACTICE 


STUDIED AT CENTER 
OF INVESTMENT 


BurLincTon, Vt.—During the last sum- 
mer, from July 10 to Aug. 18, the Depart- 
ment of Commerce and Economics of the 
University of Vermont conducted an off- 
campus summer session in the financial 
district of New York. This was a regular 
academic program, carrying credit based 
on the number of hours of instruction. In 
order to qualify for enrollment. students 
were required to possess an adequate 
background in the fields of economics, 
accounting and finance. 

Two courses were offered. One was en- 
titled Securities Markets and their Opera- 
tion; the other, Securities Analysis. 
Classes met regularly every Monday, 
Wednesday and Friday for two hours in the 
morning and afternoon. The intervening 
Tuesdays and Thursdays were used for 
visits to the various financial institutions 
whose operations had been previously dis- 
cussed in the lectures. 

The purpose of this new type of edu- 
cational venture was to give the student 
an opportunity not only to complement 
his previously acquired knowledge by lis- 
tening to leading experts in the industry, 
but also to witness on the spot the actual 
operation of the various segments of the 
finance industry. This was accomplished 
by developing a series of integrated lec- 
ture topics for each course. Arrange- 







EWING GALLOWAY 


View of the University of Vermont at Burlington, Vt. 


ments were then made to obtain as lec- 
turers experts for each of the topics. For 
example, in the Securities Market course 
the following subjects, among others, 
were discussed: 

The economic and social functions of 
the New York Stock Exchange, such as 
odd-lot and round-lot trading, the opera- 
tion of the specialist system, stock listing 
and stock clearing, the quotation and 
ticker system and general financial news 
dissemination, business conduct of mem- 
ber firms, etc. 

The role of the New York Curb 
Exchange in the industry, 
stock listing. and the aspects surround- 
ing unlisted trading privileges as well 
as other operational procedures of that 
institution. 

The problems pertaining to the over- 
the-counter markets were presented by 
speakers from firms conducting this type 
of business. Functions, such as market 
maintenance in bonds and stocks, origina- 
tion and distribution of new issues, avail- 
ability and distribution of quotations in 
this market, and government as well as 
self-regulation of the industry were par- 
ticularly stressed. Included were such affili- 
ated topics as money-market analysis, the 
role of venture capital at home and abroad 
and the question of fair return to venture 
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capital, put-and-call options and public 
relations and training in the industry. 

In order to consolidate the concepts 
passed upon in these classes, the lectures 
were implemented by integrated, on-the- 
spot studies inside the organizations whose 
functions and operations had previously 
been discussed. During the term of the 
Securities Analysis course, stress was 
placed on the techniques involved in the 
professional investment analysis of vari- 
ous industries such as railroads, public 
utilities, food and food processing, chemi- 
cals, oils, automobiles, etc., with emphasis 
on actual case studies; methods in the 
analysis of government, municipal and 
corporate bonds and their rating; prob- 
lems and operation of investment counsel- 
ing; the business of research and statistical 
compilation and mutual funds. These lec- 
tures were also followed up with visits 
to the houses engaged in these activities. 

The reasons for conducting such a 
course were manifold, It has been our feel- 
ing as academicians, a feeling shared by 
many acquaintances in our profession as 
well as in the industry, that classroom 
techniques are inadequate to give the stu- 
dents a clear, complete and authentic pic- 
ture of the actual role played today by 
the securities industry in the capital for- 
mation process. This is particularly im- 
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portant at a time such as now when the 
industry itself is undergoing adjustments 
in order better to carry out its functions in 
view of the shift which has occurred in our 
national income and wealth distribution. 

Too often are text materials put into 
the hands of the students which either give 
them an inadequate or naive interpretation 
of the industry’s role and place in the na- 
tion’s economy, or still worse, contain fac- 
tual omissions and misrepresentations. No 
one who has ever taught such subjects 
with any degree of enthusiasm can fail to 
be impressed with the lack of availability 
of suitable material. 

In an age which is so acutely conscious 
of, and susceptible to, exaggerated notions 
of economic security, an alleged lack of the 
classical economist’s competitive market 
and the much-mentioned impersonality of 
the large firm, it was indeed stimulating 
and refreshing to observe these students 
reformulating their ideas on these sub- 
jects. In the discussion periods, which fol- 
lowed each lecture, it was visibly apparent 
that students were continuously testing 
their previously acquired concepts and 
beliefs. 

Our experience confirms in bold letters 
the theory that there is no substitute for 
personal contacts with the practitioner as 
an effective educational medium. To be 
able to hear the expert, having often read 
him, and then to watch him in the per- 
formance of his duties in the institutional 
setting, brings into clear focus the true 
nature of the problem under study. 


Individual Contact Is Best 


The fact that at the nod of a head, or 
with a few spoken words, transactions in- 
volving thousands of dollars, sometimes 
millions, are consummated was to the stu- 
dents striking evidence of the high prin- 
ciples of the men in the business. That 
the intense spirit of competition prevail- 
ing in the financial community did not 
impede the high ethical conduct was cer- 
tainly another important aspect of the 
general impression gained by the group. 

It is quite easy to see how members of 
the industry are at times subject to bitter 
frustration when they see the slight affect 
upon public understanding of many worth- 
while programs that have been under- 
taken. This is all the more understandable 
when one looks at the immensity of the 
problem. To be sure there are discernible 
results, but this must not be interpreted 
as if the biggest part of this educational 
job can be accomplished by high-powered 
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institutional advertising or beautiful liter- 
ature. The problem of public education is 
fundamentally a long-range problem and 
the policies and techniques to deal with 
it must be formulated with that idea con- 
stantly in mind as the guiding principle. 
It could almost be said that the task at 
hand is to be approached almost entirely 
on an individual basis. 

To say that a program such as we con- 
ducted last summer can be evaluated 
solely in terms of the effect which it might 
have upon individual students, both im- 
mediately and over the long run, would 
constitute an incomplete analysis. There 
have been many wholesome effects upon the 
industry itself. One of the more obvious 
of these has been the fact that those of 
the industry who had contact with the 
students saw themselves reflected as in 
a mirror. There can be no doubt that this 
reflection will be transmitted into the 
formulation of future policies of the 
industry. 

Little imagination is needed to conclude 
that a continued exposure of the industry 
to such academic groups could, indeed, 
provide a testing ground for the adequacy 
and effectiveness of future policies. 

Another result of programs of this type 
might be the stimulus they provide to 
other educational institutions for taking 
a more active interest in the problems 
of the finance industry by exploring the 
opportunities which exist in their own 


Class in the University of Vermont’s 
the procedure for entering orders in a specialist’s book. 


communities. Such a development could 
very easily be accompanied by a more 
active participation on the part of mem. 
bers of the industry in academic programs 
on college campuses. 

The reward of such a program to the 
industry as well as to the academic pro- 
fession is obvious. But whatever steps will 
be taken in this direction will not be 
crowned with success unless one of the 
most formidable obstacles that now im- 
pedes progress will have been eliminated. 
By that we refer to the fact that the prac- 
titioner in the industry and the academi- 
cian on the campus do not speak the same 
language. 

This problem of semantics stems from 
two fundamental conditions. The first is 
that both groups have different problems 
to meet. No mutual understanding is pos- 
sible unless each truly understands the 
nature of the other’s problems. The second 
condition arises out of the necessity that 
on the campus individual course content 
must be related to the entire educational 
program. To illustrate: In teaching any 
course in finance today it is necessary to 
integrate financial concepts with tiie con- 
stantly changing theoretical economic 
frame. It is not infrequent that the prac- 
titioner and the academician use identical 
phrases or terms. Yet mutual agreement 
is precluded because each uses them with 
different concepts in mind. 


(Continued on page 8) 
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RUGGED BUSINESS 


FOUND IN 


“SPECIALTIES” 


Analysts’ Field Wide 


Among Smaller Steel C lompanies 


OTH investment and speculative atten- 
B tion center chiefly upon the larger 
corporations in any industry. Size and 
publicity throw a spotlight upon them, 
although big units often reveal a less im- 
pressive dividend record than some smal- 
ler concerns. That is especially true of the 
steel industry, which contains numerous 
stalwart dividend-payers whose handicap 
it is to receive less attention in published 
analyses than is accorded the industry’s 
giants. 

This discussion of smaller steel cor- 
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porations is the fourth of a series designed 
to direct investment study toward com- 
panies which, in certain instances, stand 
outside the beaten track of stock market 
comment. 

It is a commonplace to say that all steel 
companies exist and prosper, or the con- 
trary, by serving other industrial pro- 
ducers. To a marked extent their activities 
supply a barometer of general business 
conditions. The old expression. “Steel is 
either a prince or a pauper,” is a way of 
referring to this industry as an indicator 
of the flow of the business tides. 

“Raw” steel in the form of ingots, bil- 
lets and blooms usually is rolled or drawn 
into semi-finished products. thence going 
in part to a great variety of fabricating 
companies to be worked up into goods too 
numerous to mention. However, a segment 
of the steel industry buys its crude or 
semi-finished steel, yet is rated as a true 
section of the industry. 

A large group of companies also pro- 
duce their own raw steel, although they 
are not fully “integrated,” meaning that 
they do not control productive operations 
straight through from iron ore to steel. 
Quite a number buy the pig iron they turn 
into steel, and this category of smaller 
steel concerns is illustrated in the accom- 
panying statistics. Some fabricate finished 
goods for the consuming markets, but, in 
general, they, too. serve other corporations 
which use steel in many manufacturing 
processes. These sampled descriptions pre- 
sent brief details: 
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ACME STEEL Co... 
hot and cold rolled strip steel and spe- 


. concentrates on 


cialty products made from strip steel. An- 
nual capacity of about 1,000,000 tons rate 
the concern as a fairly small unit of the 
steel industry, but uninterrupted annual 
dividends for nearly a half-century throw 
light on the company’s industrial position 
as a supplier of steel to many other in- 
dustries. 


CARPENTER STEEL Corp....is one of 
the older makers of specialty steels, pro- 
ducing high alloy, stainless, tool and other 
products for manufacturers of motor cars, 
aircraft, electrical equipment, typewriters, 
etc. The business was established in 1889. 


CONTINENTAL STEEL Corp. . . . produces 
sheet steel and wire goods such as fencing, 
gates, roofing and nails. The agricultural, 
automotive and building trades are the 
chief outlets. 


Detroit STEEL Corp.... 
non-integrated producer of cold rolled 
strip steel, also flat rolled steel and alu- 
minum products. 


is a leading 


GRANITE City STEEL Co.... produces 
flat rolled steel and is ranked as the lead- 
ing maker of tin plate in the St. Louis, Mo. 
district. Customers include such industries 
as household equipment, building con- 
struction, agriculture and transportation. 


KEYSTONE STEEL & Wire Co... . makes 
steel fencing and other wire products, 
much of the output going to the company’s 
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subsidiaries, the National Lock Co. and 
Mid-States Steel & Wire Co. A large per- 
centage of output is used in rural areas. 


SHARON STEEL Corp. ... is a small but 
well-integrated maker of hot and cold 
rolled strip, bars and stainless steel strip, 
which is worked up by the motor car, air- 
craft, refrigerator, machinery and railroad 
industries, 


THomas STEEL Co....sells chiefly to 
makers of consumer goods its output of 
uncoated cold-rolled strip steel, electro- 
coated and hot dipped coated strip, and 
both tempered and untempered steel 
spring. 


Nat. MALLEABLE & STEEL Castincs Co. 
... manufactures steel castings and sup- 
plies for railroads, malleable iron and 
alloy steel castings for the automotive field 
and miscellaneous castings such as marine 
chains and chains used in steam shovels. 


The statistics show that wide differences 
in earning power are demonstrated among 
the companies, even during the heavy pro- 
duction and consumption year of 1949 
and this year through June. The 1949 
deficits disclosed by some reports were 
probably influenced to a degree by strikes 
which affected the output of many kinds 
of consumer goods. Nevertheless, several 
long dividend records are contained in 
the exhibit; and records of 10 or more 
years of uninterrupted distributions are 
prominent in the list. 


Study of the corporate statistics, taking 
annual reports for some time back, dis- 
closes, too, that the net earnings of in- 
dividual concerns vary widely from year 
to year. One of the sampled corporations 
for example, reported a little more than 
$6 per common share earned in 1949, 
more than $7.50 a share in 1948 and less 
than one cent a share in 1946, Another 
reported a shade more than $3.50 in 1949, 
$5 a share in 1947 and a little over $1 a 
share in 1945, A third reported nearly 
$15 share in 1948, about $4.40 in 1946 
and $1.80 in 1945. 

On the other hand, one company that 
earned a bit more than $7.50 a share in 
1949, reported nearly as much earned for 
the first six months of this year. Several 
companies have lately capitalized en- 
larged earning power by declaring stock 
dividends. 


Sources of Increased Demand 


Supplying other industries with strip 
steel, plate, castings, etc., it is possible to 
trace earnings results to high customer 
activity this year and last, notably in the 
automotive, refrigerator, television, air- 
craft and other fields. What remains to 
be measured in forthcoming months is 
the business to be brought to steel spe- 
cialty companies by the enlarged military 
defense plans. 

The nation has long been in the midst 
of a steel boom. There are no present 
signs of a slackening—quite the contrary, 





Year Div. 
Began 

Acme Steel Co. . 1901 
Am. Steel Foundries . 1940 
Armco Steel Corp. 1940 
Blaw-Knox Co. . ‘ 1940 
Bliss & Laughlin, Inc. 1939 
Carpenter Steel Co. 1907 
Continental Steel Corp. 1936 
Detroit Steel Corp. 1925 
Eastern Stain. Steel Corp. 1949 
Follansbee Steel Corp. 1946 
Granite City Steel Co. 1928 
Keystone S. & W. Co. 1934 
Lukens Steel Co. 1940 
Nat. Malleable S. C. Co. 1939 
Sharon Steel Corp. 1940 
Superior Steel Corp. . 1943 
Thomas Steel Co. . 1926 
Gd) deficit (a) adjusted 





SMALLER STEEL COMPANIES 


Earnings Per Share 1949 
1949 ——1950 Div. 
$1.91 6 mos. June $1.66 $1.75(a) 
5.48 9mos.June 1.48 2.40 
7.68 6mos.June 6.46 2.50 
2.51 6mos.June 0.92 1.25 
2.03 6mos.June 1.65 1.50 
5.07(a) Year June 7.34(a) 2.27(a) 
1.27 6mos.June 3.41 py 
2:53 6mos. June 2.70 2.00 
0.79(4) 6mos.June 1.30 0.15 
0.20(4) 6mos.June 0.84 1.00 
7.59 6mos.June 7.22 1.92(a) 
2.00 Year June 3.79 1.00 
6.07 36 wks. July 2.33 1.50 
4.26 6mos.June 3.13 2.00 
3.59 (a) 6mos. June 4.96(«) 1.33 (a) 
2.40(4) 6mos.June 1.40 1.00 
3.14 6mos.June 2.43 1.80 


in fact—but the researcher in examining 
the lesser steels will be inclined to pay 
due attention to the longer history of in- 
dividual concerns. In this connection, na- 
tural attention will be devoted also to this 
country’s great population growth, in- 
dicating more consumers of products ab- 


sorbing specialty steels as well as “stock” . 


goods, and to the increases which have 
occurred in recent years in plant capacity 
and other earning assets. 











Investment Practice 


(Continued from page 6) 


That problem is being met in part by 
the fine work of the Joint Committee on 
Education which, during the past three 
summers, has brought college professors 
into the financial district. This certainly 
is a fitting long-range approach to what 
is a long-range problem, Unquestionably, 
other means could be devised to accelerate 
progress. 

Nothing has made us happier than to 
see that many of the afore-mentioned ob- 
servations are in complete agreement with 
the thoughts of leading representatives of 
the industry itself. Recently the follow- 
ing quotation appeared in an article with 
reference to our program, entitled “Public 
Relations and Training Programs in the 
Fnancial Industry”: “. . . nothing has hap- 
pened in the training and educational field 
that is as interesting as this experiment 
. .. | hope that this program can be con- 
tinued and expanded for two reasons. The 
first, because it is a good idea in itself, 
but I also think it may help inspire more 
people right here [in New York’s financial 
district] to develop really modern and 
effective programs of training within their 
firms. We need more training within this 
industry, and we need it badly. ... In the 
last analysis, public relation is education.” 

We are deeply indebted to literally hun- 
dreds of members of the industry for their 
continued encouragement, advice and sup- 
port, without which such a program could 
not have been undertaken. Its success as 
an educational venture is primarily due 
to these men whose imagination has led 
them to see the program in its true per- 
spective as a long-range technique. Our 
debt to the industry we hope to repay by 
continuing to carry on such a program on 
an enlarged scale during subsequent sum- 
mers and in so doing help in the joint 
effort to bridge the chasm between theory 
and practice in the securities field. 
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GREAT many people who know their 
A way around among interest-paying 
investments, like bonds and real estate 
mortgages, say when common stocks are 
mentioned: “Not for my money. I am not 
a speculator. I want something stable.” 

So pointed a criticism of stocks does 
not necessarily reveal a narrow bias, but 
does disclose a lack of understanding. The 
prices of common stocks move up and 
down, and they always will. Stocks carry 
no kind of a guarantee that they will range 
in price in the neighborhood of prices paid 
for them; nor is the dividend paid in one 
quarter or during a year a sure indication 
that the same dividend will be paid in the 
next quarter or in the ensuing year. 

The owner of a common stock may be 
likened to a partner in a business; when 
the business is profitable, the “partners” 
usually do well as to dividend income, and 
the stock’s price is likely to rise: when 
business is indifferent or poor, the “part- 
ners’ ” income may decline and the stock 
go down until signs of an upturn in the 
business appear. 


Yet investors who brusquely ignore 
common stocks in their investment plans 
can by-pass opportunity. Opportunity for 
blending dividend-income with interest- 
income, a practical method for increasing 
their over-all investment income. The rec- 
ords of a large group of old-established, 
successful corporations listed on the New 
York Stock Exchange show plainly that 
dividends higher than interest rates have 
been paid over long periods. Opportunity, 
too, for an enlargement of invested capi- 
tal when an investment program is thor- 
oughly prepared—and maintained! 


Selection Offsets Fluctuations 


This discussion is intended to promote 
thought about the uses of well-selected 
common stocks. It won’t be of much value 
to the hit-or-miss “investor” who, hearing 
“something good” about a stock, buys 10 
or 20 shares, sees its price go off three or 
four points in a month, and feels that he 
has been “stuck.” The chances are that 
such a buyer, who has started in with no 
plan at all, will throw up his hands, sell 
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out at a loss and condemn all common 
stocks. Like the physician who told the 
author that, in spite of reasonably satis- 
factory earnings, he had never been able 
to provide much of a reserve for old age. 
“Don’t you put some of your income into 
securities?” he was asked. “Into Govern- 
ment bonds and first-class stocks, for in- 
stance?” 

“Stocks!” he objected. “A couple of 
months ago, I bought 15 shares of the XYZ 
Corporation (one of the best rated issues, 
held by hundreds of institutions and thou- 
sands of individual investors) and the 
price is now five points lower than the 
price I paid. Don’t talk to me about 
stocks.” Nevertheless, he did want to talk 
about stocks. “Should I sell out and for- 
get it?” 

“No. Buy some more of the same shares. 
In the judgment of many experienced in- 
vestment managers, your stock is a good 
one to keep. If the shares you have are 
good to keep, more of them would be good, 
too. And, so long as you are able to buy 


(Continued on page 12) 
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HE Oklahoma Gas and Electric Com- 
pany, incorporated in 1902, serves an 
area of approximately 30,000 square miles 
in Oklahoma and western Arkansas. The 
company supplies retail electric service 





to 228 communities including Oklahoma 
City, the largest city in Oklahoma, and 
Fort Smith, second largest city in 


Arkan- 














Vew Mustang Generating Station, which will have capacity of 112.000 kw. early in 1951. 
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It also supplies energy wholesale to 
15 communities and 18 rural electric co- 
operatives. The company sold its gas 
properties in 1927 and is now engaged 
solely in the electric business. 

Dividends have been paid on common 
stock of the Oklahoma Gas and Electric 
Company continuously since 1908. Divi- 
dends for the first three quarters of 1950 
were at the rate of 624 cents per quarter. 

Although Oklahoma as a w hole suffered 

112,000 population decline in the last 
decade, an analysis of census figures shows 
the state has been gaining population since 
1945 and should soon overcome the loss 
of the earlier five-year period. 

The company’s power supply comes 
mainly from its own modern steam plants 
located near the center of a vast natural 
gas fuel area. Coal is available from near- 
by mines in eastern Oklahoma as stand-by 
fuel. Fuel costs of approximately 9 cents 
per million Btu. are less than half the 
average for the industry. The first 56,000- 
kilowatt unit of the company’s new Mus- 
tang Generating Station near Oklahoma 
City went into operation last May. A sec- 
ond unit of the same size is scheduled for 
operation early in 1951, and will bring 
the company’s generating capacity to 
370,000 kilowatts. 

Although Oklahoma is widely known as 
an oil state, over 90 per cent of the com- 
pany’s revenues are derived from other 


sources. Revenues are divided as fol- 





lows: residential 32 per cent, commer- 
cial 32 per cent, general industrial 
10 per cent, petroleum industry 8 per cent, 
rural 8 per cent, public authorities 7 per 
cent, all others 3 per cent. Operating rev- 
enues for the 12 months ended last August 
were reported at $25,196,000, compared 
with $17,797,000 for the year ended Au- 
gust, 1945, 

At the end of last August the company 
served 265,193 customers, compared with 


-191,260 five years ago. During the past 


12 months 15,936 new customers have 
been added. 





IOWA POWER 
& LIGHT CO. 


1,588,499 Shares 
Common Stock, Par $10 
Ticker Symbol: IOP 











Des Moines Power Station No. 2: 


90,000 kw. capacity. 


HE COMPANY supplies _ electric 

energy in an area covering much of 
24 counties of Iowa. including more than 
200 cities. 
18.000 farms are also served, and natural 
gas is distributed in 11 cities and towns. 
The company 


towns and villages. Some 


also produces and sells 
steam and hot-water heat in the business 
districts of five municipalities, manufac- 
tures and sells ice in three municipalities, 
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and sells electric and gas appliances. 

Des Moines, the capital, with a popula- 
tion of nearly 180,000, accounts for ap- 
proximately 55 per cent of the company’s 
total revenue. Industries located there 
range from producers of cement to pop- 
corn. from farm implements to cosmetics, 
while service industries include insur- 
ance and publishing. Among other cities 
which Iowa Power & Light serves are 
Council Bluffs, a leading railroad center; 
Oskaloosa, a manufacturing and retail- 
ing location; Shenandoah, where several 
large nurseries and seed companies op- 
erate, and Knoxville, the hub of an ex- 
tensive mining section. 

The company’s present electric §gen- 
erating stations, two in Des Moines and 
one in Oskaloosa, contain 12 generating 
units with a total name plate rated ca- 
pacity of 117,000 kws. Approximately 
82.7 per cent of the company’s gross 
property account represents electric prop- 
erty, 16.6 per cent gas property, and the 
remainder the heat and ice business. 


New Electric and Gas Capacity 


A 50,000 kw. generating unit is sched- 
uled for completion about Dec. 1 of this 
year in connection with the Des Moines 
station. The company reports expected 
economies from this addition, which will 
replace several smaller, high-cost units 
as base load generators; and also looks 
for a 7,000,000 cu. ft. increase in its 
daily allotment of natural gas, permitting 
retail sales of gas to be stepped up sub- 
stantially. 

Approximately 83.5 per cent of the 
company’s electric energy requirements 
for last year was generated by the com- 
pany, the remainder being purchased 
from other utilities and a power pool. 
Additional supplies of natural gas made 
available to the company by increased 
suppliers’ pipe line facilities have not 
been sufficient to keep pace with the ex- 
panding demand for gas. Supplies are ex- 
pected to be substantially increased by 
the end of 1951. 

As of December 31, 1949, the company 
served a total of 192,327 customers, an 
increase of 32.9 per cent since 1945. 
Revenues for last year, reported at $18.- 
626.845, showed an increase of 74.2 per 
cent over the same four-year period. 

The company’s estimates of earnings 
for 1950, revised to reflect increased cor- 
porate tax rates, indicate about $1.87 per 
common stock share. The current normal 
dividend rate is $1.40 a year. 
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PENCER CHEMICAL COMPANY was 

organized in August, 1941, to construct 
and operate the Jayhawk Ordnance Works 
for the Government during World War II. 
In June, 1946, it began commercial opera- 
tions of this plant under lease and subse- 
quently purchased it in May, 1948. Since 
1946, the productive facilities of the Jay- 
hawk Works have been substantially ex- 
panded and diversified. In addition, the 
company constructed a formaldehyde 
plant at Calumet City, Ill. in 1948 and 
further expanded its nitrogen capacity by 
the purchase of the Ohio River Ordnance 
Works at Henderson, Ky. in May, 1950, 
and by the simultaneous leasing of certain 
facilities at Charlestown, Ind. 

At the end of its last fiscal year, June 
30, 1950, the company reported $21.- 
291,942 invested in its consolidated prop- 
erty and equipment, and other assets of 
$6,991,097. New financing in July, 1950, 
provided $6,658,377 of additional net 
working capital, bringing total working 
capital to more than $10,000,000. The 
company’s current construction program, 
scheduled to be completed in early 1951. 
includes improvements and additions at 
the Henderson and Charlestown works 


Jayhawk Works of the Spencer Chemical Co., located near Pittsburg, Kans. 
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Nitric acid towers of the Jayhawk Works. 


and a new ammonium nitrate pellating 
plant and extensive storage facilities at 
the Jayhawk Works. This program will 
require the expenditure of approximately 
$5.300,000 in the current fiscal year. 

The company’s present capital structure 
consists of 35.2 per cent serial notes, due 
1950-1969, 28.6 per cent of 4.60 per cent 
preferred stock, and 36.2 per cent of com- 
mon stock and surplus. 

Sales for the fiscal year ended June 30, 
1950 were reported at $19,395,960, rep- 
resenting an increase of 23.5 per cent over 
the previous year. Consolidated net earn- 
ings rose to $4,461,312, or $4.39 per com- 
mon share after preferred dividends. 

The company’s products include anhy- 
drous ammonia, aqua ammonia, refriger- 
ation ammonia, methanol, technical grade 
ammonium nitrate solution, formalde- 
hyde, etc. When the recently purchased 
Henderson Works achieves full produc- 
tion in the Spring of 1951, it will add an 
annual capacity of 56,000 tons of nitro- 
gen to the company’s present capacity of 
140,000 tons, thereby rating the com- 
pany the third largest nitrogen producer 
in the United States and the largest pro- 
ducer from natural gas. 











Simple Arithmetic 
(Continued from page 9) 

at different prices, you would get an av- 
erage price on all the shares bought which 
would be lower than the highest price paid. 
The lower your average cost, the higher 
would be the percentage of income return 
on your entire investment.” 

The doctor let this simple mathematical 
comment sink in, and went away, thinking 
more constructively about the uses of com- 
mon stocks than he had before. He had 
at least the rudiments of a plan to build 
an investment fund. 

An investment program, of itself, im- 
plies no casual purchases of selected stocks 
but a continuing process as surplus income 
accrues to the investor. The emphasis is 
upon selection plus patience, with forti- 
tude when the stock market is dipping 
downward. The “programmed” investor, 
who has determined to allot a part of his 
surplus income to securities investment. is 
not, however, overly disturbed by a price 
decline. In fact, he soon sees that normal 
downward fluctuations work to his advan- 
tage; they enable him to lower his aver- 
age cost, and help to protect his rate of 
dividend income if the dividend were to 
be reduced. Looking at programmed in- 
vestment from another angle, the investor 
who employs downward price fluctuations 
to add to his holdings of common stocks 
of progressive, successful corporations 
stands in a preferred position to see his 
dividend income increased should divi- 
dends be raised. 

The common stock skeptic can easily 
provide an objection to averaging: “Sup- 
pose the stock an investor buys starts to 
decline in price and keeps on declining. 
The more stock he acquires, the deeper he 
gets into a discouraging situation. Won't 
he end up with a big loss?” 

The answer would refer back to a term 
already used—selection! 

Analysis Follows A Pattern 

The careful selection of a stock, which 
often calls in the aid of skilled analysts 
(such help is available in any New York 
Stock Exchange member firm), starts with 
the industry represented by the stock, ex- 
amines into balance sheet worth of the 
corporation issuing the stock, considers the 
corporation’s record of earnings and prop- 
erty growth, its dividend history, its free 
working capital; and when inquiry is sat- 
isfied, the task of selection looks into the 
stock’s price performance during a con- 
siderable period. 
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A thorough analysis is often pursued by 
experienced investors as though it were 
aimed chiefly to uncover weaknesses rather 
than strength. Once doubtful elements are 
detected and appraised, it is a natural proc- 
ess to contrast strong items against them. 
The skilled researcher is frequently a skep- 
tic: he “has to be shown.” He may put 
thumbs down on entire industries, con- 
sidering them lacking in satisfactory po- 
tentials, having reached a stage of devel- 
opment which limit future 
erowth of assets, earning power, greater 


appears to 


markets for products or services. 

A critical attitude, obviously, is a help 
in reducing risk in common stock invest- 
ment. Once an investor is satisfied that an 
industry, and certain individual corpora- 
tions of that industry, meet a critic’s speci- 
fications, the moment arrives for a stock’s 
price record to be scanned in the course 
of setting up a plan for regular invest- 
ment. 


Price Considered Last 

mentioned last 
among considerations entering into invest- 
ment judgment. Other calculations of a 
stock’s worthiness being impressive, prices 


Price, it is noted, is 


begin to assume much importance in a 
common stock plan. And, arriving at that 
point, it is possible to answer the critic 
of averaging as part of a program— 
Long-established, virile 
seldom go out of business. 


corporations 


In fact, it is quite exceptional for a 
good going concern, of long history. to go 
bankrupt, or be wound up except through 
purchase by another company or a mer- 
ger, a step involving adjustments of its 
stockholders’ interests. 

Stocks of the best-rated corporations 
can, sure enough, experience wide swings 
of prices. But the market is always there 
to serve investors who are able to continue 
to average ... undeterred, when convinced 
that their selection is satisfactory. 

Top-drawer common stocks can decline 
for a long time; when constructive forces 
finally come into action, they can also rise 
for a long time. Stocks acquired, occasion- 
ally or periodically, during a lengthy bear 
market can add materially to a persistent 
investor's capital position during a subse- 
quent bull market, for averaging has lev- 
eled down the cost of all stocks bought. 
True, stocks averaged on a lengthy market 
rise see a comparably high average cost 
after the tide turns downward; but by con- 
tinued averaging, the average cost of a 
series of investments is brought down as 
the bear market progresses. 


Stocks, by their nature, are bound to 
fluctuate. In a 10-year market period, it is 
more than likely that, at times, an aver- 
aged investment account would show a 
capital depreciation; at other times, it 
would reveal a capital gain. It can be 
imagined that circumstances might cause 
an investor to liquidate his stock holdings 
when prices were depressed. He might suf.- 
fer a capital loss; on the other hand, his 
loss could be slight, or there might be a 
gain, because he has persistently averaged 
his prices. And human experience being 
what it is, necessitous liquidation would 
have an equal chance of occurring when 
the investor’s average cost in a long se- 
ries of transactions was considerably less 
than the market price when liquidation 
occurred. 

To give a practical picture of planned 
investment hinged on continued averag- 
ing of well-selected common stocks: are 
prices today low or high? Nobody knows. 
Whether they are low or high will be 
determined by their price position a 
month, a year, two years hence. If a round 
sum of money is invested in well-selected 
common stocks today, will it be repre- 
sented, dollar for dollar, in the market 
value of the investment a month, a year, 
two years hence; or will it be represented 
by more or less dollars in market value? 
Nobody can tell now. 

But continuous investing of surplus 
funds aids in smoothing out the hills and 
valleys of stock price swings; at the least. 
making investment costs less than the high- 
est cost of individual purchases in the 
upper ranges of a rising trend; at the 
best, showing substantial appreciation of 
lower-cost shares when the market level 
is high. 

To apply an investment plan which in- 
volves nothing more than selecting stocks 
as carefully as possible and then being 
able to make purchases from time to time 
makes price averaging an automatic proc- 
ess, doing away with perplexing efforts to 
determine when the market is a “buy.” 


—WILLIAM W. Craic 





Statistical and other factual information 
as well as comment regarding any securities 
referred to in THE EXCHANGE have been ob- 
tained from sources deemed to be reliable, 
but THe EXCHANGE assumes no _ responsi- 
bility for their accuracy or completeness. 
Neither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 
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Steel Company’s Novel Employe 


Competition Pays Off 


‘THAT is common stock? What does 
it mean to its owner, what part do 
corporate shares play in our economic 
system? More and more corporations are 
taking steps to inform their employes 
about securities, aiding them to become 
stockholders. 

The Inland Steel Co. recently held a 
unique competition to encourage em- 
ploye ownership of Inland stock and ex- 
tend employe knowledge of free enter- 
prise. The response exceeded manage- 
ment’s expectations in several respects. 
The undertaking grew beyond the orig- 
inal plan. 

A contest was launched last February, 
in which employes or their children who 
built the most accurate model of Inland’s 
new ore-carrier, the “S.S. Wilfred Sykes.” 
were awarded from 5 to 25 shares of 
their company’s common stock, The man- 
agement felt it might have “mothered a 
perfect failure” by making the task diff- 
cult and expensive, and by offering prizes 
which, to many potential entrants, might 
be unknown quantities. 

Fourteen hundred scale plans of the 
“Sykes” were issued. The company maga- 
zine whipped up interest in the contest 
and stock ownership, and hoped they had 
underestimated their employes. They had. 
The work and financial expense evidenced 
by the 53 finished models showed a 
healthy regard for the prizes on the part 
of workers. 


Effort Lauded; Prizes Increased 


So intense was the competition that 
prizes for the best model in each depart- 
ment were increased from one to two 
shares and five single-share “honorable 
mention” awards were established. The 
total number of prize shares was raised 
from 125 to 137, valued at over $6,000 at 
current market prices. Losers’ consolation 
prizes of department store gift certificates 
and portable radios repaid every finished 
effort. Since the contest ended in August, 
additional acclaim has been given several 
winners by requests from community or- 
ganizations for public display of the 
models. 

The winners, scattered throughout the 
company’s steel mills, offices, mines and 


fleets, included inspectors, pipefitter fore- 
men, engineers, and two children, the 12 
year old daughter of an electrical foreman 
and the 11 year old son of a shop foreman. 
Diversification was arranged as shown in 
the accompanying table of prizes. Prizes 
were awarded with liberal ceremony at 
Washington Park, Michigan City, Ind., 
where out of town winners and their wives 
were week-end guests of the company. 

Inland President Clarence B. Randall 
awarded the prizes personally, emphasiz- 
ing the “financial partnership” of the new 
stockholders in the “steel-making team.” 


Many Models Built 

The task was implemented consider- 
ably, the management feels, by careful 
study of the ship’s plans by the 53 who 
built and the many who asked for plans. 
The “Sykes,” it is believed, will appear as 
more than a big new ore carrier: it will 
take its place in employes’ minds as an 
expensive and complicated production 
tool in the steel team. For the new stock- 
holders, the ship will be evidence of prop- 
erty owned. 

Besides acquiring 37 new stockholders 
and improving employe relations. Inland 
gleaned important know-how in encourag- 
ing employe interest in practical eco- 
nomic facts. The advance of Inland com- 
mon stock from $38 to a fraction under 
$50 a share during the course of the con- 
test was a timely illustration of capital 





PRIZES OF INLAND STEEL STOCK AWARDED 
IN MopDEL-BUILDING CONTEST 





No. 
of Shares 
OTR nO EERE 25 
First prize to craft-journeymen em- 
NNO oan aes coats casey 57a sn oeats arecnsecge inns 13 
First prize to non-craft-journeymen 
UNO © gives stccictaasystasresissniichnactiesnonie 13 
First prize to children of employes.... 13 
Second prize to craft-journeymen em- 
NIN arcana cas alesoncrreaesaireoy see rasath 6 
Second prize to non-craft journeymen 
EERE E RO Rian Osten ee vend 6 
Second prize to children of employes 6 
Prize for best remaining model in each 
of 25 departmental groups. Two 
ORE NI os casos croc ssdeessa cates sc ceussastuiven 50 
Honorable mention prizes for five 
models. One share each...................0.0++ 5 
NE reeetan sites tinsrortse ens 137 shares 





gain through investment, while the stock- 
holder’s reward from profits earned was 
brought home to the new shareholders by 
an extra 50 cent dividend added to the 
regular quarterly payment of 50 cents a 
share, on Sept. 1. 

While interest in stock ownership 
mounted during the contest, the “Inland 
News,” like a man cheering on a friend in 
a race, featured articles telling the story 
of common stock: “The Basic Economics 
of Common Stocks,” “What Common 
Stocks Have Meant in the History of In- 
land,” and “How Common Stocks Are 
Bought and Sold.” 

With the stock certificates, winners re- 
ceived a “package” containing a personal 
letter from the president, a copy of the 
current stockholders’ report and a spe- 
cially prepared booklet entitled “Now 
That You're One of the Owners,” which 
explained, in simple language, the win- 
ner’s new status in the corporate enter- 
prise. 

It might be said, parenthetically, that 
the combined lessons on our economic 
system's processes, deriving from the con- 
test and accompanying discussions of 
common stocks in the house magazine, 
that the program had _ been 
thought through in great detail. Published 
matter sharpened the edge of competition, 
as well. 


showed 


A significant step has been taken, the 
company believes: the new stockholders 
will be interested in their property; their 
friends will echo the interest; and the com- 
pany will continue, through its magazine, 
to furnish information about stock owner- 
ship. The stimulus of self-interest should 
keep alive a new awareness in economic 
and political matters that must necessarily 
give a broader—and more personal—in- 
sight into the workings of the American 
economy. 


Experiment Points to Future 

Inland’s management believes this pro- 
gram might serve as a model for other 
companies trying to solve the problems of 
scarce investment funds and Jack of know]- 
edge, on the employe level, of the real 
nature of capitalism, A similar experiment 
was carried through successfully last 
Christmas by the Automatic Screw Ma- 
chine Products Co, of Chicago. It gave 
bonuses in the form of common’ stock of 
14 companies listed on the New York 
Stock Exchange. An even broader field 
suggests itself in regular investment plans 
for employes in the securities of their 
company. 
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Just what do you own 
when YOu Own 
a share of stock ? 


When you own a share of stock, 
you own a share of a business. 








Take, for example, an automobile company with 5,000,000 
shares of stock. Let’s say you own just one of those shares. 
Even so, you are an owner of an interest in that company, 
in its factories, lathes, steel, its reputation—everything it has. 


Suppose you own a share, or 10 shares, of a company in 

some other field—railroad, drugs and chemicals, public utility, 
oil, food products, aviation or anything else. Again, you 

own an interest in that company —its laboratories, supplies, 
patents, the “know-how’”’ of its workers and managers. A lot of 
other people own the other shares—investors like yourself. 


A single share, or 10 shares, may seem small. But the average 


stockholder in many of our biggest corporations owns no more 
than 40 to 50 shares of stock. 


Regardless of how many shares you own, the stock certificate you 
have is registered in your name on the books of the company. 

It is legal evidence of the shares you own. Their number 
determines the extent of your interest in the company—in the 
profits it may earn, the dividends it may pay, the risks 

you have assumed. 





The shares you own give you, among other things, the right to 
help elect the men who direct your company’s policies, chart 
its course. These directors report on the company’s operations 
to you, and to the other stockholders of your company. 


Shares in hundreds of different companies are bought 
and sold on the New York Stock Exchange every business day 
by people all over the country. These companies are “‘listed.”’ 
They have met certain requirements to place their shares on the 
More than 1,550 offices of Member Firms of the Stock Exchange. One of these requirements is to publish 
New York Stock Exchange are located in 378 information that is essential to an informed understanding 


cities. Through them investors across the country of the company’s financial condition. 
can buy or sell the securities of listed 


companies on any business day. From them It’s American to own homes, insurance policies, savings accounts 


investors can get—without obligation— and automobiles. It’s also American to own stocks. 
the facts about stocks and bonds which 


are the necessary first step to an Whether you own 1 share, or 10, or 1000, you own a share of 
investment decision. a business . . . and to that extent it is your company. 


Members and Member Firms. 


New York Stock Exchange 








